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Mr. Ogleby, get that stockholders’ list 
checked! Jim, get proxy forms ready! 
Don’t ask me—call up our lawyers—can’t 
spare a moment for it! Mr. Roberts, pre- 
pare Annual Meeting notice, and check copy 
of annual statement for printer! Jim, see 
about envelopes. Miss Barnes, as soon as 
envelopes come in, have complete stock- 
holders’ list addressed. Get staff ready for 
making enclosures and mailing after five, 
Tuesday. What? Then get extra help out- 
side! Can’t? ... Well, we'll all have to 
turn in and work all night. Must be... 


When you get caught short, in acting as your own Transfer Agent, by 
a rush of the detail work which is part of the job, make a resolution 
to investigate putting the whole thing on the shoulders of a trained, 
experienced Transfer Agent organized to meet just such emergencies. 
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What Constitutes Doing Business 
“Spot” Stocks 


Frequently, a merchandising cor- 
poration which has previously filled 
all out-of-state orders for its prod- 
uct by shipments from its home 
state in interstate commerce across 
state lines to its customers, will 
establish a stock of its product in 
another state, from which its cus- 
tomers in that state and the sur- 
rounding states may be supplied, 
either on “rush orders” or in the 
usual course of business. War- 
time restrictions on freight hauling 
have given added impetus to the 
creation of such stocks. 

The installation of these local 
supplies of goods, usually referred 
to as “spot” stocks, immediately 
raises a question as to whether 


the foreign corporation is required 
to obtain authority to do business 
in the state in which its stock of 


goods is maintained. In holding 
that a foreign corporation was 
3 © ° ” ° 

doing business” under such cir- 
cumstances and required to be 
authorized to do business, the Su- 
preme Court of Florida, in Reliance 
Fertilizer Co. v. Davis, 169 So. 579, 
said: 

“It is well settled that where 
goods handled by the agent of a 
manufacturer or shipper have ceased 
to be the subject of interstate com- 
merce; have come to rest in a state 
other than that in which they were 
manufactured and from which they 
were shipped; and are sold, in trade 
in that state to which they have 
been shipped, and delivered by the 
agent of the shipper, such sale by 
the agent to the customer is an 
intrastate transaction and the ship- 
per, whether an individual or a 
corporation, will under these con- 
ditions be held to be doing business 
within the State where such sale 
is consummated. American Steel & 


Wire Co. v. Speed, 110 Tenn. me 
75 S. W. 1037, afirmed 192 U. 

500; Duluth Music Co. v. Chae 
139 Wis. 189, 131 Am. St. Rep. 
1051, 120 N. W. 854; Milsom Ren- 
dering & Fertiliser Co. v. Kelley, 10 
Pa. Sup. Ct. Rep. 565; John eere 
Plow Co. v. Wayland, 69 Kan. 255; 
76 Pac. 863, 2 Am. Cas. 304; Amer- 
ican Case & Register Co. v. Gris- 
wold, 128 N. Y. Sup. 206, affirmed 
206 N. Y. 723, 100 N. E. 1124.” 


Apparently the sending of or- 
ders for goods from such a local 
stock in a foreign state to the office 
of the corporation in another state 
for approval would in no way 
change the intrastate character of 
the business done, so as to bring 
about an exemption of the foreign 
corporation from qualification in 
the foreign state. Dalton Addin 
Machine Sales Co. v. Lindquist, 137 
Wash. 375, 242 Pac. 643. 


Where the local stock of goods 
is stored in the custody of a person 
or corporation other than an em- 
ployee and the custodian releases 
the goods to the company’s cus- 
tomers, under its direction, the 
liability of the corporation to be 
licensed to do business, while per- 
haps less apparent, is no less definite. 
A recent Ohio decision, where a 
New York corporation which stored 
a complete stock of its wares with 
a company in Ohio from which the 
customers of the New York cor- 
poration were accommodated, was 
held to be doing business so as to 
be required to be licensed as a 
foreign corporation, is Manhattan 
Terrazzo Brass Strip Co., Inc. v. A. 
Benzing & Sons et al., 50 N. E. 2d 
570. (The Corporation Journal, 
October, 1943, page 15.) 
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Domestic Corporations 


Delaware. 


Preferred stockholder’s right to given amount upon liquidation 
ruled not a “vested right” but one subject to alteration by amend- 
ment. Plaintiff, a holder of 500 shares of non-cumulative preferred 
stock of defendant Postal Telegraph, Inc., a Delaware corporation, 
was a non-assenting stockholder to an agreement whereby that com- 
pany was to transfer to Western Union Telegraph Company, another 
Delaware company, all of its assets. He sought to enforce a right to 
a payment of $60 a share on liquidation before any distribution could 
be made to the common stockholders of plaintiff’s corporation. This 
right had existed prior to an amendment of the company’s certificate 
of incorporation providing that holders of that corporation’s non- 
cumulative preferred stock would receive on liquidation, in lieu of 
the $60 per share, one share of Western Union B stock. The agree- 
ment for the transfer of the assets of Postal Telegraph, Inc., was a 
part of a general plan approved by its stockholders, over plaintiff’s 
express objection, providing for the transfer, for the amendment of 
the certificate mentioned and for the formal dissolution of the com- 
pany. This suit followed the stockholders’ approval of resolutions 
giving effect to the proposal by requisite vote. The United States 
District Court, District of Delaware, ruled in favor of defendant’s 
motion to dismiss the complaint for failure to state a cause of action, 
regarding this decree required by decisions of the Delaware courts. 
The court concluded that the amendment was authorized under the 
Delaware law and that the contract for the sale of defendant’s assets 
did not accelerate the preferential right of its preferred shareholders 
to $60 a share on dissolution into a “vested right” which could not 
thereafter be altered by amendment under Sec. 26. The resolution 
providing for the sale of the assets had been conditioned upon the 
approval by defendant’s stockholders of the amendment referred to 
above. “In the case at bar,” observed the court, “I see no reason why 
a Delaware corporation cannot agree to sell its assets conditioned 
upon the seller corporation amending its certificate of incorporation 
as a part of the transaction.” Goldman v. Postal Telegraph, Inc., 52 F. 
Supp. 763. H. Albert Young of Wilmington and Seymour M. Heil- 
bron and Gerald Weatherly (of Hays, St. John, Abramson & Schulman) 
of New York City, for plaintiff. C. S. Layton (of Richards, Layton 
& Finger) of Wilmington and Eustace Seligman (of Sullivan & 
Cromwell) of New York City, for defendant. 


Preliminary injunction granted where notice of meeting was 
limited to stockholders of record on date eight months prior to hold- 
ing of stockholders’ meeting. On April 29, 1943 the defendant holding 
company’s board of directors determined “that as a preliminary to 
liquidation,” certificates for shares of its preferred and common stock 
“would not be accepted for transfer on the books of the corporation 
after the close of business on April 29.” Complainants, who acquired 
beneficial interests in defendant’s preferred stock after that date, 
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found the transfer books continuously closed to them. In November, 
1943, defendant’s directors entered into an agreement, to become 
effective upon approval by the stockholders, involving the disposition 
of defendant’s property and called a special meeting of the stock- 
holders for December 28 to consider and vote upon a resolution 
approving this agreement. Notices of this meeting were sent only 
to stockholders of record on April 29. Complainants instituted suit 
to enjoin the holding of the meeting and to enjoin approval of the 
contract proposed by the directors. The Court of Chancery, New 
Castle County, although finding no basis for an assertion of unfair- 
ness, injustice or inequity in the proposed transfer of defendant’s 
assets, ordered the issuance of a preliminary injunction to prevent 
the corporation from recognizing, as valid, action taken at any meet- 
ing pursuant to the notice which had been given. It regarded those 
acquiring stock after April 29 as having been wrongfully denied 
notice of the meeting as required by Sec. 17 of the Delaware Cor- 
poration Law. Bryan et al. v. The Western Pacific Railroad Corpora- 
tion, Court of Chancery, New Castle County, February 10, 1944. 
James R. Morford of Marvel & Morford of Wilmington and Charles 
Rosenbaum of New York City, for complainants. Caleb S. Layton 
and Robert H. Richards, Jr., of Richards, Layton & Finger of 
Wilmington, for defendant. Commerce Clearing House Court Deci- 
sions Requisition No. 316688; 35 A. 2d 909. 


Illinois. 


Statutory right to inspection of corporate records held dependent 
upon allegation and proof of proper purpose. In Morris v. The Broad- 
view, Inc. et al., 317 Ill. App. 436, 46 N. E. 2d 174, (The Corporation 
Journal, May, 1943, page 394), the Illinois Appellate Court ruled that 
where a plaintiff stockholder, seeking to inspect the corporate 
records, had been a shareholder at least six months, the burden was 
on the corporation and other defendants to prove his purpose was 
improper. Upon appeal, this judgment has been reversed by the 
Supreme Court of Illinois. That court, in construing the provisions 
of the Business Corporation Act of 1933 placing limitations on the 
rights of shareholders to examine the books and records of a corpo- 
ration found in Sec. 45, remarked that “the only reasonable interpre- 
tation that will afford meaning to every clause and word of the 
section in question is that the legislative intent was to limit the right 
of examination to an allegation and proof of a specified purpose which 
is proper and legitimate, for the protection of the stockholder’s in- 
vestments.” The plaintiff had held his shares for at least six months 
and came within a group permitted by statute to inspect the corporate 
records. He had, however, failed to prove any proper purpose for 
demanding the list of holders of units of interest in the stock voting 
trust. It was held, therefore, that the lower court was not justified 
in ordering a peremptory writ of mandamus to compel the production 
of the list. Morris v. The Broadview, Inc. et al., 385 Ill. 228, 52 N. E. 
2d 769. Jones, Mulroy & Staub (Don Kenneth Jones and Ernest F. 
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Staub, of counsel), of Chicago, for appellants. Benjamin B. Morris, % 
pro se (David I. Spark, of counsel), of Chicago, for appellee. . 


Kentucky. 


Validity of Escheat Act of 1940 upheld. In Anderson National Bank 
et al. v. Reeves, 170S. W. 2d 350, 575, (The Corporation Journal, Octo- 
ber, 1943, page 9), the Kentucky Court of Appeals upheld the validity of — 
the Kentucky Escheat Act of 1940 as applied to the turning over to 
the state by banks and trust companies of deposits which have — 
remained inactive and unclaimed for specified periods. Upon appeal, © 
the Supreme Court of the United States has affirmed the decision of 
the state court, finding that the procedural provisions of the statute 
“are adequate to meet all constitutional requirements, and that it © 
does not deprive appellant or its depositors of property without due 
process of law,” and that the court “could perceive no denial of con- 
stitutional right and no unlawful encroachment on the rights and 
privileges of national banks.” Anderson National Bank et al. v. Luckett, 
Supreme Court of the United States, February 28, 1944. Commerce 
Clearing House Court Decisions Requisition No. 317465. 


Foreign Corporations 


Florida. 


Qualification, under Florida Securities Act, held not required of 
foreign corporation furthering the exchange of municipal bonds for 
refunding bonds. A quo warranto proceeding was instituted by the 
Attorney General of Florida against defendant foreign corporation to 
determine whether or not it was acting as a dealer in municipal 
securities so as to be required to register with the Florida Securities 
Commission under the Florida Securities Act. It was contended that 
the corporation had entered into a contract with the City of Inverness 
to act as a dealer in municipal securities. The respondent company 
denied that the contract between it and the city contemplated the 
sale of any securities in violation of the laws of Florida. “The rec- 
ord,” observed the Supreme Court of Florida, “discloses that at the 
time the information was filed, the City of Inverness was an insolvent 
municipality, that it had entered into a plan to compromise and settle 
its indebtedness under the Federal Bankruptcy Act, 11 U.S. C.A,, 
§ 1 et seq., that said act requires that to effect such a settlement its 
bonds outstanding in the hands of creditors be surrendered and that 
refunding bonds issued under the Florida Refunding Act of 1931, 
Acts 1931 c. 15772, at a lower rate of interest and at a reduced par 
value be substituted in their place. The only object of the contract 
was to compromise and adjust the outstanding indebtedness of the 
City of Inverness as contemplated by the Federal Bankruptcy Act 
which carried ample provision for the protection of creditors.” The 
court emphasized that the Florida Securities Act contemplates a sale 
of securities to require one to qualify under it. “The Inverness con- 
tract negatived.the idea of a sale by the very fact that old bonds were ~ 
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to be substituted for new ones at reduced interest. In other words 
an ‘exempt transaction’ under the Florida Securities Act, Sections 
517.02(3) and 517.06(9), Florida Statutes, 1941, F.S. A. From this it 
follows that the demurrer to the plea should be overruled and the 
writ of quo warranto quashed.” State ex rel. Watson, Attorney Gen- 
eral, v. Crammer Co.,* 15 So. 2d 441. J. Tom Watson, Atty. General, 
and Lewis W. Petteway, Asst. Atty. General, for relator. Hull, 
Landis, Graham & French of Deland, for respondent. 


* The full text of this opinion is printed in the CCH Stocks and Bonds Law 
Service, {| 7965. 


Maryland. 


Workmen’s Compensation Law ruled not applicable to employer 
from another state maintaining no place of business in state and 
represented only by an outside salesman. Under the Maryland Work- 
men’s Compensation Law as amended, codified as Sec. 33(43) of Art. 
101, Code 1939, there are two definite requirements to be met in 
order for a claimant, who is an outside salesman, to be entitled to 
compensation: first, he must be a citizen or resident of Maryland; 
second, he must be employed by a person, firm or corporation having 
a place of business within the state. It being admitted that the 
claimant was a citizen and resident and it being found by the Court 
of Appeals of Maryland that he was employed under a Maryland 
contract, one question remained. This was: As it was admitted the 
employer had no place of business within Maryland, did this fact 
exempt it from the provisions of the Workmen’s Compensation Law? 
The claimant contended that the requirement that the employment 
must be bv “a person, firm or corporation having a place of business 
within this State,” was fulfilled if the employer was doing business 
in the state, without actually maintaining a place of business therein. 
The court could not agree with this contention, feeling “the Legis- 
lature must have considered the jurisdictional question when it pre- 
scribed that the employer must maintain a place of business within 
the state. And we feel that the requirement is a sound one. The Act 
places certain duties and responsibilities upon the employer, and if 
the employer is not within the jurisdiction of the state, how can the 
state compel the employer’s compliance with the law?” The court 
concluded that “unless the employer maintains a place of business 
within the State of Maryland, it is not subject to the provisions of the 
Maryland Workmen’s Compensation Act, in so far as said Act relates 
to outside salesmen,” a judgment for the employer was affirmed. 
Bank v. Charles Meyers & Co., 35 A.2d 110. William Hoffenberg and 
Albert A. Levin of Baltimore, for appellant. Robert D. Bartlett of 
Baltimore, for appellee. 


Minnesota. 


Service of process upon unlicensed foreign corporation having 
dealers in state, whose activities were supplemented by it, upheld 
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where made upon company’s district manager. Appellant unlicensed 
Illinois corporation appeared specially and moved to set aside service 
upon it on the ground that it was not doing business in the state. The 
Supreme Court of Minnesota, however, affirmed orders denying the 
motions to set aside service, upon evidence showing that for many 
years it had had at least a dozen dealers in Minnesota who procured 
orders for trucks appellant manufactured in Illinois. These trucks 
were serviced by expert mechanics employed by appellant. Adver- 
tising of appellant’s trucks effected by the dealers was partially paid 
by the manufacturer. Service of process was made upon an employee 
of appellant in the state who styled himself its “District Manager,” 
who investigated and recommended the dealers within the state prior 
to theirappointment. Although not a salesman, this manager worked 
with the dealers as a technician in demonstrating the capabilities of 
‘tthe trucks. He also visited the dealers and reported to appellant. 
The court, in ruling that appellant was to be regarded as “doing busi- 
ness” at the time of the service of summonses, also concluded that 
this “District Manager” was a proper person upon whom service of 
summons could be made. Loken et al. v. Diamond T Motor Car Co. 
et al.,* 12 N. W. 2d 345. Stearns & Stearns of St. Paul, for appellant. 
Robins & Davis, Robert J. McDonald and William H. DeParcq of 
Minneapolis, for respondents. 






























* The full text of this opinion is printed in The Corporation Tax Service, 
Minnesota, page 203. 


New York. 


Mere maintenance of books and records and payment of checks in 
New York by a foreign corporation conducting its business in another 
state, held not sufficient to regard company as subject to service of 
process in New York. Defendant New Jersey company moved to 
dismiss an action brought against it in the United States District 
Court, Southern District of New York, on the ground that it carried 
on no business in New York. The business of defendant was the 
operation of a restaurant in New Jersey. Its activities in New York 
were limited to the drawing of checks there on a New Jersey bank in 
payment of its obligations and two stockholders discussed business 
matters within the state once a week. In addition, defendant employed 
a bookkeeper in New York, where the corporate books were kept. 
The court concluded that the facts were not sufficient to establish 
the presence of defendant in the state and granted the motion to 
dismiss the complaint. Chasan v. Caruso Spaghetti Place, Inc. of New 
Jersey,* United States District Court, Southern District of New York, 
December 29, 1943. Commerce Clearing House Court Decisions 
Requisition No. 314538. 





* The full text of this opinion is printed in The Corporation Tax Service, 
New York, page 20,821. 


Service upon unlicensed foreign parent company, by serving as its 
agent a vice president of a subsidiary New York corporation, where 


Dae’ a2 a. ee Veer = 


° 


ou 
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both companies had common officers and directors with exception of 
officer served, set aside by Federal court. Service of process, which 
was sought to have vacated, was attempted to be made upon an 
unlicensed Canadian corporation by serving, as its alleged “manag- 
ing agent,” the vice president and general manager of a New York 
corporation, 95% of the stock of which was owned by the Canadian 
company. The latter’s name, while not appearing on the door of 
the office occupied by the New York corporation, did appear on the 
bulletin board in the lobby of the building at the time the motion to 
vacate service was made and it was listed in the telephone directory 
under the same telephone number as the New York company. No 
part of the rent was paid by the parent company, which had no bank 
account and maintained no office in the state. With the exception of 
the vice president mentioned, the officers and directors of the New 
York company were also directors of the Canadian corporation. The 
United States District Court, Southern District of New York, after 
an examination of the parent and subsidiary companies’ present and 
prior activities, dismissed the action as to the Canadian corporation, 
concluding that it was not jurisdictionally present within the state. 
Stockard Steamship Co. v. Industrias Reunidas F. Matarazzo et al.,* 
United States District Court, January 10, 1944. Commerce Clearing 
House Court Decisions Requisition No. 315212. Rosston, Hort & 
Brussel (Edwin Hort and George Brussel, Jr., of counsel) of New 
York City, for plaintiff. Selden Bacon, attorney for Canadian Pack- 
ers, Ltd., appearing specially. 


* The full text of this opinion is printed in The Corporation Tax Service, 





New York, page 20,822. 


Pennsylvania. 


Service vacated where made upon steamship company owning 
vessels which entered port in state only as vessels chartered to others. 
A summons was served upon a New York company by service upon 
the assistant manager of an office which it maintained in Phila- 
delphia. Defendant appeared specially and moved to dismiss the 
complaint on the ground that it was not doing business in Pennsyl- 
vania. The United States District Court, Eastern District of Penn- 
sylvania vacated the service upon evidence showing that the activities 
of defendant’s vessels with respect to the port of Philadelphia were 
limited to their presence there in 1940 and 1941 when chartered to 
other companies and that after 1941 all vessels belonging to defend- 
ant were requisitioned by and chartered to the United States War 
Shipping Administration. The court concluded the company was 
not doing business either before or after the requisitioning of the 
ships by the Government. Van Horn v. Waterman Steamship Cor- 
poration,* United States District Court, Eastern District of Penn- 
sylvania, December 30, 1943. Freedman & Goldstein of Philadelphia, 
for plaintiff. Rambo, Rambo & Knox of Philadelphia, for defendant. 
Commerce Clearing House Court Decisions Requisition No. 314376. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Pennsylvania, page 343. 
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The Corporation Trust system of statutory repre- 
entation for a lawyer’s client is equipment, in effect, for 
aving detail and preventing oversights. Instead of client’s 


“Peents for service of process being designated and kept 
ck of singly, with the Corporation Trust system one 
of instructions from the lawyer takes care of it all— 

ud for good. Instead of the painful detail of digging 

and assembling all the conditions and provisions 
essary before work can be started on any state report 
be filed or tax to be paid, with the C T system the 
undation detail is laid on the lawyer’s or tax man’s desk 

@ady for use: Notification Bulletins to give dates, places, 
ditions to be watched over; Corporation Tax Service, 

Mate and Local, to give complete text of law, regulations, 
inions, etc. ; and a simple, clear reference system linking 

two together. Particulars explained to any lawyer, 
ithout obligation, by nearest C T office. 
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Texas. 


Contract of foreign corporation, doing business without a permit, 
not being declared void by statute, ruled enforceable in the Federal 
courts, although not enforceable in the state courts. In a recent 
appeal before the United States Circuit Court of Appeals, Fifth 
Circuit, involving a suit brought in the Federal District Court on a 
written contract for the improvement of an oil well of the defendant 
by the plaintiff unlicensed foreign corporation, which was engaged 
in doing intrastate business in Texas, one question concerned the 
right of the corporation to sue in the Federal court. Defendant con- 
tended plaintiff had no standing to sue. Article 1536 denies a cor- 
poration doing business without a permit access to the State courts 
and provides money penalties. “This statute,” observed the Circuit 
Court of Appeals, “does not operate to cut off the company’s right to 
sue in the courts of the United States. The State of Texas has not 
power and has not attempted to do this.” The court pointed out, 
however, that it had been held in Texas, as elsewhere, that a contract 
to do a thing absolutely prohibited by a valid statute is void. Finding 
that the contract before it did not come within such a statute, a judg- 
ment of the lower court in favor of the plaintiff corporation was 
affirmed. McLean v. York Oil Field Supply Co., Inc.,* United States 
Circuit Court of Appeals, Fifth Circuit, November 29, 1943. Com- 
merce Clearing House Court Decisions Requisition No. 312426. Ike 
S. Kampmann of San Antonio, for appellant. Herbert Oliver of San 
Antonio and George H. Cavanagh of Houston, for contra. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Texas, page 563. 


Taxation 
Alabama. 


Installment purchaser of property from the United States held to 
have taxable interest for ad valorem tax purposes, the value of 
which is measured by the value of the whole property, diminished by 
the amount of unpaid purchase money. Plaintiff corporation in 1940 
purchased certain property owned by the United States for $255,010., 
of which $12,750.50 was paid down and the balance was payable in 
ten equal annual installments. The purchaser was to take immediate 
possession and assume all risk of loss or damage to the property. 
There were provisions for repossession upon default, for the leasing 
by the purchaser without approval of the United States but sub- 
ordinate to its interest in the property and permitting the sale of 
portions of the property on payment of such sums as would leave 
the security unimpaired. Three of the ten installments had been 
paid when a controversy arose over the liability of the property to ° 
assessment. The assessor notified plaintiff purchaser that he would 
assess the property at a value of $130,000. Plaintiff admitted this to 
be a fair tax value of the unencumbered fee, but denied that the 
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property was taxable at all until plaintiff should receive or become 
entitled to a deed from the United States. The lower court, the 
United States District Court, Southern Division of the Northern Dis- 
trict of Alabama, had ordered the complaint dismissed without preju- 
dice to further proceedings not violating the sovereign immunity of 
the United States, concluding that the defendant assessor might 
collect from plaintiff an ad valorem tax on the entire value of the prop- 
erty in question, without violating the sovereign immunity of the 
United States.* Upon appeal, the Circuit Court of Appeals, Fifth 
Circuit, while affirming the judgment of dismissal, ruled as follows: 
“We are convinced that the Ken Realty Company has a taxable inter- 
est whose value is measured each tax year by the value of the whole 
property diminished by the amount of unpaid purchase money. The 
unpaid purchase money measures the interest of the United States, 
which can neither be assessed nor sold.” Ken Realty Company, Inc. 
v. Johnson,* United States Circuit Court of Appeals, Fifth Circuit, 
November 29, 1943. Commerce Clearing House Court Decisions 
Requisition No. 312429. 


The Corporation Journal 


* The full text of these opinions is printed in The Corporation Tax Service, 


Alabama, pages 2252 and 2254. 








Georgia. 


Accounts owed contractor by state and federal governments and 
certificates of indebtedness issued by a state department, held subject 
to property taxes. The petitioners below, members of a contractor 
partnership, were successful in the Superior Court in their effort to 
enjoin a tax assessment against them upon (1) certificates of indebted- 
ness held and owned issued to the partnership by the Highway 
Department of Georgia and (2) accounts arising from furnishing 
materials and performing construction work for the State of Georgia, 
various counties of the State and the United States Government. It 
was alleged that the accounts receivable and certificates of indebted- 
ness were not taxable under the State and Federal Constitutions. 
The Supreme Court of Georgia reversed the Superior Court, Fulton 
County, and held the property taxable, observing that there it was 
not specifically exempted by the State Constitution or the statutes 
and that the partnership was not in a position to be regarded as an 
instrumentality of government. The court also said: “Our conclusion 
is that the taxation of an account receivable, due from the govern- 
ment of the United States, would not so hinder and embarrass the 
government in carrying out the powers conferred by the Constitu- 
tion as to forbid the State and its political subdivisions from the 
exercise of the power to tax the same as property in the hands of the 
contractor. Nor is the same exempt for any other reason.” Davis 
et al. v. Smith et al., 28 S. E. 2d 148. E. H. Sheats, Standish Thomp- 
son and W. S. Northcutt of Atlanta, for plaintiffs in error. Morgan 
Belser of Atlanta, for defendant in error. (Petition for certiorari filed 
in Supreme Court of the United States, Feb. 8, 1944; Docket No. 680.) 
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Ohio. 


Ohio sales tax ruled applicable to sale of trailer, built in state upon 
order of purchaser residing in another state, who came into state, 
paid purchase price and took trailer with him. The appellant, an 
Ohio corporation engaged in the construction and sale of automobile 
trailers in Ohio, contested the application of the Ohio retail sales 
tax to its transactions under the following circumstances: Pur- 
chasers of its trailers, residing outside Ohio, placed orders with 
appellant either by mail or in person for the construction of a trailer 
or trailers in accordance with specifications agreed upon. When the 
trailer was ready for delivery, the purchaser came into Ohio, paid 
the balance due and usually drove the trailer away attached to his 
automobile, taking it to the state in which the purchaser resided. 
Appellant claimed such sales were made in interstate commerce and 
that the imposition of the tax would burden interstate commerce. 
The Ohio Supreme Court affirmed a decision of the Board of Tax 
Appeals upholding the tax, observing: “Here the orders for the 
trailers were accepted and the contract of sale completed in Ohio. 
The sale itself was completed upon payment of the balance of the 
purchase price or its equivalent by the purchaser and the delivery of 
the trailer to him. The transaction was wholly completed before 
there was any transportation or any movement of the trailer in inter- 
state commerce. The mere fact that both seller and purchaser con- 
templated that after completion of the transaction the latter would 
move it out of Ohio to his residence in another state does not make 
the sale an interstate transaction.” “While the Ohio sales tax must 
be collected by the vendor, it is charged against the purchaser who, 
in fact, pays the tax. To hold the transaction in this case free from 
a sales tax would, under similar circumstances, operate discriminat- 
ingly against a purchaser of trailers residing in this state. Such a 
result should not obtain, and the commerce clause of the Constitu- 
tion does not require it.” Trotwood Trailers, Inc. v. Evatt,* 51 N. E. 
2d 645; rehearing denied, December 8, 1943. Commerce Clearing 
House Court Decisions Requisition No. 312549. Chester A. Garber and 
Hyers, Leyland & Patterson, for appellant. Thomas J. Herbert, 
Attorney General, Aubrey A. Wendt and A. A. Cartwright, for 
appellees. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Ohio, page 6827. 
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Appealed to The Supreme Court 


The following cases previously digested in The Corporation Journal have 
been appealed to The Supreme Court of the United States.* 


ARKANSAS. Docket No. 311. McLeod, Commissioner of Revenues v. J. E. 
Dilworth Company et al., 171 S. W. 2d 62. (The Corporation Journal, October, 
1943, page 16.) Gross. receipts tax—solicitation by traveling representatives 
followed by shipment into state in interstate commerce. Petition for writ 


certiorari filed, August 31, 1943. Certiorari granted, October 25, 1943. Argued, 
February 4, 1944. 


Georcta. Docket No. 680. Davis et al. v. Smith et al., 28 S. W. 2d 148. (The 
Corporation Journal, May, 1944, page 153.) Property taxes—taxability of open 
account owed by United ‘States for construction work. Petition for certiorari 
filed, February 8, 1944. 


InpIANA. Docket No. 355. Department of Treasury of Indiana et al. v. Inter- 
national Harvester Co. et al., 47 N. E, 2d 150. (The Corporation Journal, June, 
1943, page 423.) Gross income tax—sales effected by branch offices outside 
Indiana to dealers and users located in Indiana. Appeal filed, September 15, 1943. 
Probable jurisdiction noted, October 25, 1943. Argued, February 29, 1944. 


Iowa. Docket No. 441. State Tax Commission v. General Trading Company, 
10 N. W. 2d 659. (The Corporation Journal, October, 1943, page 18.) Liability 
of unlicensed foreign corporation to collection of Iowa use tax on orders solicited 
by traveling salesmen in state, approved in another state, from which goods were 
shipped in interstate commerce into Iowa. Petition for certiorari filed, October 
19, 1943. Certiorari granted, November 22, 1943. Argued, February 4, 1 


Kentucky. Docket No. 154. Anderson National Bank et al. v. Reeves, 170 
S. W. 2d 370, 575. (The Corporation Journal, October, 043. age 9.) Validit 
of Kentucky Escheat Act of 1940. Appeal filed, July 12, 194 for isdiction not 
October 11, 1943. Argued, February 2, 1944. Affirmed, bide 28, 1944. (See 
page 146.) 


Minnesota. Docket No. 33. Northwest Airlines, Inc. v. State of Minnesota, 
7 N. W. 2d 691. (The Corporation Journal, March, 1943, page 351.) State taxa- 
tion—assessment of Minnesota personal property tax against entire fleet of air- 
planes operated by Minnesota corporation in interstate commerce. Petition for 


certiorari filed, April 2, 1943. Certiorari granted, May 10, 1943. Argued, October 
19 and 20, 1943, 


Minnesota. Docket No. 291. Union Brokerage Co. v. Jensen et al., 9 N. W. 
2d 721. (The Corporation Journal, October, 1943, page 14.) Unlicensed foreign 
customhouse brokerage corporation—doing ‘business—right to sue. Petition for 
certiorari filed, August 26, 1943. Certiorari granted, October 11, 1943, 
February 1, 1944. 


Wisconsin. Docket No. 565. Wisconsin Gas and Electric Company v. The 
United States of America, 138 F.2d 597. (The Corporation Journal, January, 1944, 
page 88.) Federal income tax—right of public utility corporation to deduct 
privilege dividend tax paid to the State of Wisconsin. Appeal filed, December 30, 
1943, Certiorari granted, January 31, 1944. 


* Data compiled from CCH U. S. Supreme Court Service, 1943-1944, 
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Regulations and Rulings 


Grorcia—The Department of Revenue has ruled with regard to 
renegotiation of war contracts that it will recognize a deduction in the- 
income in the year that the income was reported; meaning thereby, if 
the income was reported in 1942 that the renegotiation would apply 
to 1942, and claims for refund should be filed in that year. The State 
is reserving the right to pay the claims for refund without interest. 
(CCH State Tax Review, Vol. 3, No. 30, page 3.) 

IpanHo—The Attorney General has ruled that sale of gasoline by 
dealers to the Federal government or its agencies are subject to the 
gasoline tax, the nature of the Idaho law presenting a stronger case for 
the enforcement of tax liability upon such sales than the law of Ala- 
bama, under which a similar tax on sales to government contractors 
was upheld in the court of last resort. (Idaho CT (Corporation Tax) 
Service, § 4010.) 

MaryYLanD—The Attorney General of Maryland has ruled that 
since the legal incidence of the state gasoline tax is on the dealer, the 
Federal government is not entitled to a refund of the tax. (Opinion 
to Chief Deputy Comptroller, Maryland CT, { 40-510.) 

MicHIiGAN—New intangibles tax regulations have recently been 
oe. by the Department of Revenue. (Michigan CT, {{] 28-801— 

-828.) 

New York City—Sales to theatres of dishes and other merchan- 
dise which are distributed to patrons for a service charge less than cost 
are retail sales subject to tax. (Ruling of Special Deputy Comptroller, 
NY CT, ¥ 220-240.) 

Sout Daxota—Machinery and equipment used in building high- 
ways or repairing or enlarging airports does not constitute tangible 
personal property used or to be used in operating or maintaining inter- 
state transportation or interstate commerce, so as to be exempt under 
the use tax. The privilege of using the machinery and equipment in 
question is wholly separate and distinct from any interstate commerce 
activities. (Opinion of Attorney General to the Director of Taxation, 
South Dakota CT, { 64-930.) 

VerMoNT—The Attorney General of Vermont has advised the 
Commissioner of Taxes that he is authorized to entertain claims for 
refund of franchise taxes where the taxpayer’s income has been re- 
duced through the action of the Federal Government in renegotiating 
the taxpayer’s contract. (Vermont CT, §[ 1527.) 

Vircinta—The Department of Taxation has prepared, for the 
benefit of tax-assessing officials, a revised list of corporations showing 
the percentage of dividends received in 1943 and taxable to individuals 
in 1944, (Virginia CT, J 13-000.) 

WasHINGTON—The text of the Revenue Act Rules has recently 
been revised by the Excise Tax Division of the Washington Tax Com- 
mission in accordance with amendments made to the Revenue Act by 


Chapter 156, Laws 1943. (Washington CT, {] 68-873—68-996.) 
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Some Important Matters for 
April and May 


This Calendar does not purport to be a complete calendar of all matters 
requiring attention by corporations in any given state. It is a condensed calendar 
of the more important requirements covered by the State Report and Tax Bulletins 
of The Corporation Trust Company. Attorneys interested in being furnished with 
timely and complete information regarding all state requirements in any one or 
more states, including information regarding forms, practices and rulings, may 
obtain details from any office of The Corporation Trust Company or C T Cor- 
poration System. 


ALaBAMA—Annual Franchise Tax due April 1, but may be paid without 
penalty until April 30—Domestic and Foreign Corporations. 
ArKANSAS—Income Tax Return and Payment due on or before May 
15.—Domestic and Foreign Corporations. 
Returns of Information at the source due on or before May 
15.—Domestic and Foreign Corporations. 
CaLIFORNIA—Quarterly Retail Sales Tax Return and Payment due on 
or before April 15.—Domestic and Foreign Corporations. 
CoLorapo—Income Tax Return due on or before April 15.—Domestic 
and Foreign Corporations. 
Annual License Tax due on or before May 1—Domestic and 
Foreign Corporations. 
DetawarE—Annual Franchise Tax due after April 1 and before July 
1.—Domestic Corporations. 
Returns of Withholding at the source due on or before 
April 30.—Domestic and Foreign Corporations making pay- 
ments for personal services to Delaware residents and non- 
_ residents. 
District or CoLtumB1aA—Income Tax Return due on or before April 
15.—Domestic and Foreign Corporations. 
DoMINION OF CANADA—Annual Summary due on or before June 1.— 
Dominion Companies. 

InDIANA—Quarterly Gross Income Tax Return and Payment due on 
or before April 30.—Domestic and Foreign Corporations. 
Iowa—Quarterly Retail Sales Tax Return and Payment due on or 

before April 20—Domestic and Foreign Corporations. 
Kansas—Income Tax Return due on or before April 15.—Domestic 
and Foreign Corporations. 
KentucKy—Income Tax and Corporation License Tax Return due 
on or before April 15—Domestic and Foreign Corporations. 
Louistana—Income Tax Return due on or before May 15.—Domestic 
and Foreign Corporations. 
Marne—Annual Franchise Tax Return due on or before June 1.— 
Domestic Corporations. 
Marytanp—Annual Report (Personal Property Return) due on or 
before April 15.—Domestic Corporations. 
Franchise Tax Report and Franchise Tax due on or before 
April 15.—Domestic Corporations. 
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MARYLAND (Continued) 

Income Tax Return due on or before April 15.—Domestic 
and Foreign Corporations. 

Annual Report (Personal Property Return) and Filing Fee 
due on or before April 15.—Foreign Corporations. 

MassacuuseTts—Excise Tax Return due on or before April 10.— 
Domestic and Foreign Corporations. 

Minnesota—Returns of Withholding at the source due on or before 
April 15.—Domestic and Foreign Corporations. 

Missouri—Annual Franchise Tax due on or before May 15 and delin- 
quent after June 1—Domeéstic and Foreign Corporations. 

Income Tax due on or before June 1—Domestic and For- 
eign Corporations. 

Montana—Annual Statement due within two months from April 1.— 
Foreign Corporations. 

NEBRASKA—Statement to Tax Commissioner due on or before April 15.— 
Foreign Corporations. 

New Jersey—Franchise Tax Return and Tax due on or before May 15. 
—Domestic Corporations. 

New Mexico—Income Tax Return due on or before April 15.— 
Domestic and Foreign Corporations. 

Franchise Tax due on or before May 1.—Domestic and 
Foreign Corporations. 

New Yorxk—Annual Franchise (Income) Tax Return (Form 3 IT- 
Article 9A, Tax Law) and payment of one-half of tax due on or 
before May 15.—Domestic and Foreign Business Corporations. 

NortH Daxota—Quarterly Retail Sales Tax Return and Payment due 
on or before April 20.—Domestic and Foreign Corporations. 

PENNSYLVANIA—Income Tax Return due on or before April 15.— 
Domestic and Foreign Corporations. 

Ruope IsLtanpD—Semi-Annual Report to Department of Labor due in 
April and October——Domestic and Foreign Corporations em- 
ploying five or more persons in Rhode Island. 

South Daxota—Annual Report due between May 1 and June 1.— 
Domestic Corporations. 

Texas—Annual Franchise Tax due on or before May 1.—Domestic and 
Foreign Corporations. 

Unitep States—Withholding at source due on or before April 30.— 
Domestic and Foreign Corporations. 

Vircinta—Income Tax Return due on or before April 15.—Domestic 
and Foreign Corporations. 

Returns of Information at the source due on or before April 
15.—Domestic and Foreign Corporations. 

Income Tax due June 1—Domestic and Foreign Corpora- 
tions. 

West Vircrnta—Annual License Tax Report due in April.—Foreign 
Corporations. 

Quarterly Business and Occupation (Gross Sales) Tax 
Return and Payment due on or before April 30.—Domestic and 
Foreign Corporations. 





The Corporation Trust Company’s 
Supplementary Literature 


In connection with its various activities The Corporation Trust Company publishes the 
following supplemental pamphlets, any of which will be sent without charge 
to readers of The Journal. Address The Corporation Trust Company, 
120 Broadway, New York, 5, N. Y. 


What Constitutes Doing Business. (Revised to October 1, 1943.) A 


181-page book containing brief digests of decisions selected from 
those in the various states as indicating what is construed in each state as 
“doing business.” 


Cross Hauling . . . and the Answer, Spot Stocks. Explains how the 
possible wartime restrictions on cross-hauling point the way to 


volunteer peacetime economies through the keeping of warehouse stocks at 
strategic shipping points. 


Amendments to Delaware Corporation Law, 1943. Contains complete 


text of the amendments adopted at the 1943 session of the legislature, 
giving for each one a brief explanation of its purpose and effect. 


Contracts You Can’t Enforce. Interesting case-histories which show 


advisability of contractor getting lawyer’s advice before undertaking 
construction work outside his home state, even for federal government. 


After the Agent for Service Is Gone. What will happen then if suit is 
brought against the company? Some examples taken from actual 
court cases, with full texts of the final decisions. 


Delaware Corporations. Presents in convenient form a digest of the 
Delaware corporation law, its advantages for business corporations, 


the attractive provisions for non par value stock, and a brief summary of the 
statutory requirements, procedure and costs of incorporation. 


Spot Stocks—and Interstate Commerce, Treats, in a general and 
informal way, of the relation between the carrying of goods in 
warehouses in outside states and the statutory obligations which that activity, 
in some states, places on the corporation owning the goods. 


When a Corporation Leaves Home. A simple explanation of the reasons 
for and purposes of the foreign corporation laws of the various 


states, and illustrations of when and how a corporation makes itself amenable 
to them. Of interest both to attorneys and to corporation officials. 


We've Always Got Along This Way. A 24-page pamphlet of cases in 
various states in which corporation officials who had thought they 


were getting along very well with statutory representation by a business employe 
suddenly found themselves in trouble. 


What! We Need a Transfer Agent? Nonsense! The foregoing is the 
title of a pamphlet which describes in detail, with many illustrations, 


the exact steps through which a stock certificate goes in being transferred from 
one owner to another by an experienced transfer agent. 


Judgment by Default. Gives ihe gist of Rarden v. Baker and similar 
cases, showing how corporations qualified as foreign i in any states 


and utilizing their business employes as statutory representatives are sometimes 
left defenseless in personal damage and other suits. 





120 BROADWAY, NEW YORK 5, N. Y. 


Postmaster—If undeliverable For Any Reason, notify 
sender, stating reason (and new address, if known, 


if addressee has moved) on postage for 
which is guaranteed. 
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The Corporation Journal is published by The Corpora- 
tion Trust Company monthly, except in July, August, and 
September. Its purpose is to provide, in systematic and con- 
venient form, brief digests of significant current decisions of 
the courts, and the more important regulations, rulings or 
opinions of official bodies, which have a bearing on the organ- 
ization, maintenance, conduct, regulation, or taxation of 
business corporations. It will be mailed regularly, postpaid 
and without charge, to lawyers, accountants, corporation 
officials, and others interested in corporation matters, upon 
written request to any of the company’s offices. 


When it is desired to preserve The Journal in a permanent 
file, a special and very convenient form of binder will be 
furnished at cost ($1.50). 





